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Responsibility: Formula for Progress 


by Hon. Maurice H. Stans 


Director, U.S. Bureau of the Budget 


W ITH the forum that you have granted me tonight*, I propose to review some of the thoughts 
and concerns which two years of experience with the Federal budget have impressed 
strongly in my mind. My hope is that by so doing I can put in perspective some facts about our 
nation’s fiscal problems, and the relation of those problems to today’s greater struggle for 


security in a seething world. 


One first thing that I have learned is that there are 
many misconceptions as to what the Federal budget 
really is. I find that, to quite a number of people who 
should know better, the budget is a prediction of what 
Congress will spend. To others, it is a kind of political 
manifesto. Still others assume that it is a self-exe- 
cuting control mechanism which freezes the govern- 
ment’s financial dealings for a twelve-month period. 
And finally, all too many people regard the budget 
as a hopeless jargon of obscure terms and figures 
designed for the enjoyment of economists and ac- 
countants. 


If any or all of these conceptions were correct, the 
budget would never fulfill the purpose of Presidential 
management. It could not be a vehicle for making 
decisions nor for expressing public policies. 


In modern management practice, in government 
as in business, the budget is a device for forward plan- 
ning. It tells us where we stand and where we expect 
to go. It is a selection of choices among competing 
demands for Government attention. It is a program 
for the use of the resources we have at our disposal. 
It is a summation of our responsibilities and our 


*This Review is based on Mr. Stans’ address before 
the Tax Foundation annual dinner, Dec. 1, 1959. 


opportunities. Nowhere else in the setting of demo- 
cratic government is there a comparable opportunity 
for us to judge ourselves as a nation, to perceive what 
we stand for, or to restate our priorities for action. 


Unfortunately, too many of us are prone to rail and 
protest about the size of the budget, and then go on 
with a sense of having discharged our duty as citizens. 
We don’t go beyond the headlines which tell whether 
the budget is in balance or in the red. If we stop there, 
we miss most of the point. The budget totals are not 
very meaningful when taken by themselves. They 
derive significance as we reduce them to dimensions 
that are identified with particular programs and na- 
tional purposes. The Federal budget is, in a sense, a 
great catalog of public undertakings to which we are 
committed. 


This has a relevance for you, who are associated 
with the Tax Foundation, because in these times 
when so many forces are working for bigger gov- 
ernment, your goal is “Toward better government, 
through citizen understanding.” We'll never achieve 
something better unless we first know what we have 
now, and what needs to be done to improve upon it. 


Now let me be frank. In many ways the Federal 
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budget today is saddled with yesterday’s priorities 
instead of anticipating tomorrow’s. 


This situation has come about because of our pro- 
clivity to legislate benefits, services, and subsidies up 
to the hilt of our fiscal capacity—and then to hang on 
to them. It is almost as though we had forgotten that 
needs and circumstances change, and that unless we 
leave ourselves a degree of flexibility, the time can 
come when we will have inadequate reserves to call 
upon. We can be exhausted when the need for vitality 
is at its greatest. 


Why is it, I wonder, that there is such inertia in our 
political system, causing us to be unwilling to accom- 
modate our newly emerging needs through the budget 
by throwing off those burdens which were acceptable 
in another time but are outmoded today? 


We spend great sums on interest charges on our 
national debt, but we do not reduce the principal. 


We carry on massive Federal programs which state 
and local governments could do better. 


We devote large amounts of money to farm price 
supports to reduce surpluses, with the opposite results. 


We lend money to benefit special groups at rates 
below those which the government must pay to its 
own creditors, when private sources could do the job. 


We perpetuate Federal programs which have long 
since met the objectives for which they were created. 


Whatever may be the merits of ancestor worship, 
I hardly think that the place to practice it is in the 
budget of the United States government. 


I would like to see us make some real progress 
toward better citizen understanding of the budget. As 
a beginning, we should try to reduce the concept of 
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government budgeting to terms that are meaningful 
to everybody. Except for its dimensions, the Federal 
budget is parallel to a family’s budget, as a plan for 
living, with its goals, its fixed costs, its choices among 
variables, its contingencies, and above all its relevance 
to what we can afford within our means. The simple 
idea that whatever is spent must somehow be covered 
by what is earned would help to dissipate the wide- 
spread delusion that in some strange way when money 
comes from Washington it doesn’t cost anybody any- 
thing. 


Piling Up ‘C.0.D.’s’ 


Another problem is created by the distance between 
Washington and the communities and people who are 
affected by what the Federal government does. It 
isn’t always clear to the people back home what is 
going on in Washington. Organized pressure groups 
travel to the nation’s capital to urge spending for their 
favorite causes, and often this is the only indication a 
Congressman or a committee has as to the trend of 
public opinion. The counter-pressures for economy 
are usually scattered and ineffective. And so you some- 
times see the contradiction of communities voting 
against state or local bond issues and higher expendi- 
tures, while the Congress proceeds to breach the 
budget by spending to give more benefits to the same 
communities. When this happens, it is our own fault; 
it means that we are not making effective use of 
representative government. 


A third difficulty arises because we budget for one 
year at a time, while we enact laws which mortgage 
our future income over many years, and sometimes 
for decades. This is the real reason for a great deal of 
our budgetary trouble today. We are taxing current 
earnings to pay for many benefits and services legis- 
lated in past years, while we go on legislating new 
benefits and services without considering how we will 
pay for them when they come due. 


Let me tell you something about the shape we’re in. 
The facts may shock you, but I believe you want facts 
instead ot fancy. 


Fact Number One is that the Federal government 
is piling up C.O.D.’s for the future at an astounding 
pace. I’ll mention just a few. 


It will cost between 25 and 35 billion dollars to 
complete the interstate highway system after this fiscal 
year. 


Federal civil public works projects already started 
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will require expenditures of about 8 billion dollars 
before they are completed. 


The Federal government is committed to contribute 
6 billion dollars in the future for public housing. 


Merchant marine subsidies and ship replacement 
constitute a Federal liability of 4.4 billion dollars. 


These and a variety of other obligations, when 
added to huge unexpended balances in the defense 
program, total 98 billion dollars of commitments for 
future Federal spending. 


Fact Number Two is this: Even if the next session 
of the Congress doesn’t add any new programs, the 
level of Federal spending is going to go up. The 
reason is that there are built-in increases in existing 
programs which are now producing a continuing up- 
curve in expenditures. The catalog of built-in increases 
covers such programs as outer space, civil aviation, 
merchant shipping, urban renewal, science education, 
medical research, public assistance, loans to under- 
developed countries, and veterans’ pensions. Interest 
on the public debt will run higher, and the farm pro- 
gram will cost more and more until we get realistic 
legislation. Defense technology is putting increasing 
pressure on expenditures. 


Now, for 1961 alone, these built-in increases 
amount to between 2 and 2% billion dollars. Of 
course there are practically no built-in decreases, be- 
cause government programs are almost invulnerable 
to reduction or elimination. A year ago, in his Budget 
Message, the President nominated 18 programs as 
being due for revision in order to accomplish future 
downward adjustments in spending. Only three re- 
ceived attention by Congress, and that with the net 
result of increasing future expenditures rather than 
decreasing them. 


Fact Number Three is that our present national 
debt of 290 billion dollars doesn’t include present 
Federal liabilities for past services in even greater 
amounts. We know that our already accrued liability 
for military retirement is about 30 billion dollars. Our 
unfunded present accrual for retirement benefits for 
civilian government employees is 27.5 billion dollars. 
On top of that, future pensions and compensation to 
veterans will cost about 300 billion dollars. Now, the 
290 billions of current public debt, plus 350 billion 
dollars of future obligations for past services, plus 
98 billion dollars of C.O.D.’s, adds to the almost 
incredible total of about 750 billion dollars. That, 
my friends, is the Federal government’s mortgage on 
America’s future, beyond the regular annual costs of 


defense, welfare, and commerce. Is it any wonder 
that your President pleads for a sense of proportion, 
for a limit on compulsive spending, for a passion for 
responsibility? 


Fact Number Four is that the pressures for new 
spending programs are increasing in intensity. If you 
are troubled by an 80-billion-dollar budget, I can tell 
you that unless we hold the line now the day is not too 
distant when the budget will rise to the 90 or 100- 
billion-dollar range. In the last session of the Congress 
alone, there were 20 major spending bills introduced 
in the House, along with 20 others in the Senate, for 
new programs which altogether priced out to more 
than 326 billion dollars over an average period of five 
years. If these bills were passed as their sponsors want 
them, they would add 50 to 60 billion dollars a year 
to our present spending. 


While I don’t expect that anything quite so extreme 
is going to happen, the fact remains that it is going to 
be harder each year to hold off all of these pressures. 


Facing Tough Decisions 


Now, the President can’t cope with this kind of 
pressure all alone. It is true that he can limit the 
spending proposals of the Executive Branch of the 
government, and that he can insist on efficiency of 
administration. But the power to legislate new pro- 
grams, to authorize future spending, and to appro- 
priate funds beyond the budget, lies with the Congress. 
The President can veto, it is true, but he can also be 
overruled. The really effective control is the respon- 
siveness of the Congress to the people, and their over- 
whelming support is needed by any President to wage 
a successful fight for fiscal responsibility. 


By the same token, we must understand that the 
President is not free to send to the Congress a budget 
at any level starting from one dollar on up. Almost 
85 percent of the annual budget goes for national 
security, interest on the public debt, and manadatory 
benefits for agriculture, veterans, and the needy. That 
leaves little room for discretion or for cutting expend- 
itures. In the absence of a genuine thaw in the cold 
war which could lead to a major reduction in military 
costs, the only way to cut back the level of the budget 
is to look to the Congress to modify laws that are 
already on the books. 


The job is really up to you. The President will con- 
tinue to put his full weight behind the goal of a bal- 
anced budget and a surplus which can be applied 
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initially to reduce our enormous and costly debt. What 
happens to that goal will depend upon public opinion 
and its ability to communicate with the Congress. I 
have not spared you the grim facts about our situation 
and our problem. You can multiply the size of this 
audience many times over by carrying the facts and 
the issues into your businesses and communities, and 
in this way you can help to mobilize public opinion 
behind the President in the next budget battle. 


If we are indecisive, if we “wait and see,” the 
opportunity will be lost. 


Let me make my meaning clearer, and put it in a 
broader context. 


We are about to enter the decade of the Sixties. 
These are the critical years, and they should be years 
of high purpose in our society. It will be a decade of 
grave importance in the relations of free nations with 
the Soviet bloc. It is in this new decade that the Soviets 
will make their great effort to overtake the West in 
industrial output, productivity, and trade. As in the 
past decade they have harassed us politically and 
militarily; now they will harass us economically. 


The Sixties must be years of economic growth with 


stability. We dare not gamble with our resources.’ 


They must be put to work for our survival. If we con- 
sume them on marginal needs, there will not be enough 
left to energize the effort we must make. And so we 
face some tough decisions, particularly in the field of 
public policy. 


We will have to get from our economy all the horse- 
power that it will yield without overheating. 


We will have to shed some of the heavy weight that 
the Government is carrying. 


We will have to stop running up I.0.U.’s which will 
come due when we must face up to other pressing 
needs. 


We will have to devote our means to creating real 
growth, as contrasted with the mere appearances of 
growth. 


We will have to stop regarding the Federal govern- 
ment as a fountain for special interests. 
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We will have to put the national interest ahead of 
local or group interests. 


We will have to regain the sense of mission that 
made us great. 


All of this will require more toughness, more unity, 
than we have been accustomed to since the war years. 
It does not, on the other hand, mean that we will 
produce less, or consume less, or postpone our prog- 
ress. It means that we will have a healthier, stronger 
economy with which to meet the challenge of the 
Sixties. The alternative is a society of tangled pur- 
poses, confused goals, increasing debts, and marginal 
growth. ... 


The real issue is whether we have the determination 
needed to develop the muscle of our economy for the 
strenuous effort we must make to meet the Soviet 
threat. 


Are we really willing, as a society, to discipline our- 
selves to make public decisions on the basis of choos- 
ing among priorities, and choosing well? 


Are we capable of saying “no” to the selfish pres- 
sures seeking satisfaction from the nation’s wealth, at 
the expense of higher and more urgent needs? 


Are we ready to face up to the fact that government 
has to stop living on credit cards, and must pay its 
way? 

Are we really conscious of the fact thet the whole 
world is watching to see whether dezaocracy can 
discipline itself when the chips are down? 


Are we ready to stop shoving each other around for 
opportunistic reasons? Are we ready to have coopera- 
tion between labor and management, to work for 
stable prices and wage increases earned in produc- 
tivity, to live within our income, to preserve the value 
of our money, to beat communism at its own game 
through efficient hard work, and to get together as 
Americans with a job to do? 


If we examine our hearts and find that we are indeed 
prepared to make this kind of an effort, we can walk 
into the Nineteen Sixties as a proud and virile people. 
Then, and only then, will we prove to Mr. Khrushchev 
that our system is best. 








